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KOREA KEY ECONOMIC INDICATORS 


All values in U.S. $ Million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$1 = W 678.9 Prel. Est. Percent Change 
As of April 30,1981 1979 1980 1981 1979 1980 1981 


INOOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 60,066 57,616 65,050 26. 
GNP at Constant (1975) Prices 30,494 28,763 30,489 6. 
Per Capita GNP, Current Prices 1,597 1,508 1,676 24. 
Plant & Equipment Investment, 

Current Prices 8,157 6,149 5,949 28 
Personal Income, Current Prices 46,194 44,127 49,684 26 
Indices: (1957=100) 

Industiral Production 213.5 209.8 224.5 

Avg. Labor Productivity 151.5. 167.2 173.6 

Avg. Industrial Wage 2.9 319.6 450.7 
Labor Force (Thous. ) 14,206 14,454 14,955 
Avg. Unemployment Rate(%) 3.8 5.2 4.9 
Total Population (Thous. ) 37,605 38,197 38,806 
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MONEY AND PRICES 

Money Supply 2/ 6,766 5,769 6,517 
Interest Rates (Conmercial Banks) 18.5 Za.k 18.0 
Indices: (1975=100) 

Wholesale Price 162.1. 225.2 281.5 
Consumer Price, all cities 17129. B2i.3 276.6 
GNP Deflator 197.0 2o1.6 300.2 
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Balance of Payments and Trade 
Gold & For. Exch. Reserves 2/ 5,708 6,571 7,000 


External Debt 2/ 3/ 13,870 16,600 21,000 
Annual Debt Service 3/ 2,656 2,997 3,640 
Annual Debt Service Ratio(%) 3/ 13.6 13.3 13.4 
Balance of Payments 4/ -1,488 -4,050 -2,500 
Balance of Trade (FOB) -4,396 -4,760 -5,500 
Exports, FOB 5/ 15,056 17,505 ; 3 aa. 
To U.S. i 4,374 4,607 : ‘ 12. 
Imports, CIF 5/ 20,339 22,292 2 ; 18. 
From U.S. 4,603 4,890 : - 14. 
Average Exchange Rate(Won/US$) 484 608 25: 12. 
Year-end Exchange Rate (Won/US$) 484 660 36. 8. 
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Major Imports from U.S. in 1980: (In millions of Dollars--CIF) Grain ($974); 
nonelectrical machinery ($408); cotton ($569); transport equipment ($397) ; 
electrical equipment and machinery ($396); and scrap iron ($234). 


Footnotes: 1/ Because of devaluation, U.S. dollar prices for 1980-81 rates 
of change will be distorted from previous year. 
2/ Data are for end of period. 
3/ Embassy estimates. Includes payments on all debt (of one year 
more maturity) as % of total exports of goods and services. 
4/ Basic balance. 5/ Customs Clearance basis. 
Source: Bank of Korea, Economic Planning Board, and Ministry of Finance. 





OVERVIEW 


Koreans heaved a sigh of relief as spring came to this country, 
not only for a respite from the unusually severe winter of 
1980-81, but also for the first concrete signs that the re- 
cession in which this economy has been mired for over a year is 
finally coming to an end. Although recent economic indicators 
are still mixed, the hopeful signs--mainly in export and price 
performance--suggest that better times are ahead. The poli- 
tical turmoil that followed the October 1979 assassination of 
former President Park Chung Hee has died down, President Chun 
is firmly in the saddle and his major immediate political con- 
cern is the performance of the economy. 


Korean economic policymakers predict real GNP growth of six to 
seven percent this year, which would leave the nation slightly 
ahead of its real GNP position of the end of 1979. They also 
foresee inflation abating to 20-25 percent and the value of the 
won slipping by not more than five to ten percent against the 
U.S. -doiler. The Embassy has become persuaded that the GNP 
predictions for this year are attainable, and the ROKG has also 
shown success in the first half of the year in taming in- 
flation. Although much of the inflationary pressure is outside 
the control of the Korean Government, the spring oil glut and 
falling commodity prices in world trade have taken much of the 
pressure off prices and supplies in this country. It appears 
that the Korean Government will, in the cause of price stabil- 
ity, intervene to keep the won relatively steady against the 
dollar. Although predicting commodity prices--especially oil 
prices--is a chancy husiness, the outlook for continued rela- 
tive price stability (at least in recent Korean terms) is fair- 
ly good. 


The economic recovery is slow, but ROKG planners seem to prefer 
such a recovery rather than take chances of reigniting the vir- 
ulent inflation which plagued the economy during the re- 
cession. 


I.__THE POLITICAL SETTING 

The year 1981 Is one of Institutfionallzation In Korea. Fol- 

lowing the adoption of a new constitution late last year and 
the end of the ban on political party activities (hundreds of 
ex-politicians, however, remained personally barred from poli- 
tical activity), several new parties were inaugurated in 
January. President Chun was indirectly elected to a seven-year 
term in February; the new constitution expressly prohibits a 
second Presidential term. The candidates of the President's 
party, the Democratic Justice Party, won 90 of the 92 seats it 
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contested in National Assembly elections; against divided op- 
position, the DJP garnered 35 percené of the popular vote. 
Together with proportional representation seats, the Government 
party has slightly over half the seats in the new legislature. 


There has been a significant degree of easing in the political 
atmosphere since last year. Martial law was lifted in late 
January, and there have been four major amnesties which have 
resulted in the freeing of many prisoners, including a sig- 
nificant number of those imprisoned for political acts. A 
death sentence against former opposition presidential candidate 
Kim Dae Jung was commuted to life imprisonment in late January, 
and restrictions on the movement of Kim's wife and another op- 
position leader were lifted in April. There have been a number 
of relatively minor demonstrations at various universities, but 
these have not escalated because of strict security precautions 
by the authorities, who have at the same time shown restraint 
in handling the demonstrations. 


President Chun has also had some remarkable successes in 
foreign policy. The commutation of Kim Dae Jung's death sen- 
tence relieved a major irritant in Korea's relations with many 
countries, principally the United States and Japan. His summit 
meeting with President Reagan in Washington in early February 
was welcomed by virtually all Koreans as a symbol of the solid- 
ity of the Korean-American relationship, as was the Security 
Consultative Meeting in San Francisco in April. President Chun 
in January also offered to travel to North Korea and invited 
North Korean President Kim I1 Sung to South Korea. Although 
the North has so far rejected this initiative, it remains on 
the table. 


II. ECQNOMIC SITUATION AND TRENDS 


THE MACROECOQNOMY: Recent statistics on the Korean economy seem 
to indicate that the nation's worst recession in decades is 
over. In the first quarter of 1981, the country registered 1.2 
percent growth in gross national product compared with the 
first quarter of 1980. The increase follows four quarters of 
declining GNP in 1980. Gross domestic product grew by 2.7 per- 
cent in the quarter, compared with 0.7 percent growth in the 
first quarter last year. According to the ROKG scenario for 
economic recovery, the export sector will lead the way, pulling 
the domestic economy out of its long slump. Domestic demand, 
which is still weak but recently showed a reversal of its two- 
year declining trend, is expected to pick up in the second half 
of the year, responding to liveliness in exports and a 
government stimulus program in the first half. Government 
stimulus, it was announced earlier, was to take the form of a 
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transfer of planned second-half spending to the first half; the 
spending was to be primarily in construction, with low-cost 
housing construction slated to be a major component of the pro- 
gram. But it is not clear, based on ROKG budget figures 
through April, whether spending shifts on the massive scale 
originally discussed have actually taken place. Based on the 
economy's performance so far, both the Economic Planning Board 
and the Bank of Korea now project six to seven percent real 
growth for the economy this year, one percentage point above 
their spring estimates. 


According to our rough calculations, seasonally adjusted GNP 
for the first quarter could remain flat for the remainder of 
this year and still show about seven percent growth for the 
full year 1981 over 1980, in light of the declining GNP 
throughout last year. This achievement would represent about 
one percent growth for the two-year 1980-81 period. The first 
quarter GNP figures are not without some worrisome signs, 
however. Investment still remains quite sluggish, with gross 
fixed investment down over 10 percent compared with the same 
period last year, and private construction down nearly 35 
percent. Although Korean Government officials say they expect 
investment to rise as busInesspersons regain confidence in the 
future, and that government stimulatory spending will bridge 

the gap until that confidence is present, investment remains a 
grey area in an otherwise relatively good economic outlook. 
Price performance in the first five months of the year was also 
good--surprisingly good in light of last year's performance and 
the fragile condition of corporate balance sheets recently. 


Through May, wholesale prices rose only 9.2 percent and con- 
Sumer prices 7.4 percent. A significant portion of recent 
price index increases was because of a roughly 20 percent in- 
crease in the price of gasoline and increases in other energy 
prices, including electricity and coal. Annualized, these 
first trimester inflation figures would be within the Govern- 
ment's target of holding price rises to 20-25 percent this year. 


Although some major industries have recently raised prices 
(small automobile prices, for example, were recently hiked by 
10-15 percent), it appears that continuing sluggish economic 
performance is forcing manufacturers to defer price hikes they 
must desire after last year's bath of red ink for most of 
them. Many private observers here are still skeptical about 
the possibility of keeping inflation below 25 percent this 
year, but the Government is off to a good start. The ROKG has 
also reacted quickly to increases in the money supply, floating 
a 50 billion won ($70 million) bond issue to soak up some of 
the excess liquidity. 
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M2, the broadly-defined money supply, increased by about 29 
percent between April 1980 and April 1981. This increase is 
above the target of 25 percent for all of 1981, but the figures 
cannot yet be considered a major problem. Last year, the ROKG 
held growth in M2 to just over 26 percent, quite near the 25 
percent target. 


CAPITAL FLOWS: The ROKG hopes to induce $7.5 billion in new 
Tong-term loan commitments during 1981, and wants about $7.7 
billion in total (long- and = short-term) capital arrivals. 
Through the first quarter, Korea has obtained only 19 percent 
of the year's goals for commitments. Arrivals of long-term 
capital totaled over 26 percent of the annual goal while short- 
term capital arrivals were less than 10 percent of the annual 
needs. Despite these statistics, however, no one in the bank- 
ing community thinks that Korea will have difficulty in meeting 
its 1981 needs for foreign loans. The first quarter this year 
is somewhat of an anomaly in that several large loans were con- 
cluded late last year, and several more were scheduled for 
Signing in the early part of the second quarter. Liquidity in 
the international financial system and Korea's good reputation 
among bankers has kept spreads quite low--typically five-eights 
to seven-eights of a percent over LIBOR with eight (and in one 
case, ten) year maturities and the spread narrowing toward the 
lower-end of the range in the most recent loans. 


For the Fifth Five Year Plan (1982-86), the ROKG estimates that 
it will need an average of over $10 billion per year in foreign 
capital inflows. These borrowing needs, however, will be in 
the context of a projected $100 billion in trade in 1986, 

over twice the $48 billion in trade expected to be registered this 
year. The debt service ratio is projected to decline 
Slightly over the period. Korea fell short of its target for 
foreign equity investment last year--$110 million in arrivals 
compared with a $130 million target. U.S. equity arrivals 
doubled last year but there was a significant falloff in 
investment by the rest of the world. (Included in the latter 
category are investments by foreign subsidiaries of U.S. 
firms.) Much of the falloff last year can be explained by the 
political and social turmoil the country endured. The memories 
of last year may also go some way toward explaining the low 
rates of new investment commitments in 1981's first quarter; 
only $10 million of this year's $200 million target was added 
to the books. 


MANUFACTURING: Korea's manufacturing sector has been showing 
Signs of revival lately, with export manufacturing leading the 
way. Seasonally adjusted, production in manufacturing indus- 


tries has risen 5.4 percent over the first quarter of 
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1980. Textile and clothing production is up sharply; the iron 
and steel industry is also doing well. The shipbuilding 
industry has full order books, but there are persistent stories 
that the profitability of this sector is quite low. Manufac- 
turing shipments, up 5.8 percent in the first quarter, have 
Slightly outstripped the production gains as inventories have 
begun to decline slightly from their record highs last year. 
Seasonally adjusted inventories are still at worrisome levels, 
however, and carrying costs of those inventories are a con- 
tinuing burden to companies which have been hard-pressed by the 
long recession. The heavy industrial sector has still not 
fully recovered from the spate of overinvestment in the late 
1970's, and there are still problems in the wake of the 
ROKG-directed industrial restructuring of last year. The auto- 
motive sector realignment plans have been changed’ several 
times; the final plans called for continued independent oper- 
ations for industry leader Hyundai and the General Motors Dae- 
woo joint venture, Saehan Motor Co. In the power generation 
field, Korea Heavy Industry and Construction Company (KHIC) is 
the survivor firm, now run by ROKG-owned Korea Electric Com- 
pany. Although KHIC hopes to be in the black by 1983, it could 
be longer before the effects-of earlier overinvestment by the 
company's predecessors are worked off. Other reorganized in- 
dustries seem to have settled down with few problems and the 
ROKG has said the exercise is over; no other industries will be 
reorganized. 


AGRICULTURE: After experiencing a disastrous agricultural year 
in 1980, Korea has hoped for a recovery in 1981. Winter and 
spring vegetable production has been good and the barley crop, 
in its final growing phase, looks promising. But below-average 
rainfall in the lower two-thirds of the country this spring has 
delayed the transplanting of Korea's major crop, rice. There 
was great apprehension among officials as to whether the rains 
would arrive in time to get the rice into the paddies and ob- 
tain maximum yields, but it appears the rains began just in the 
nick of time. Summer vegetables such as peppers, sesame, salad 
items and peanuts were also being affected by the _ spring 
drought, and there could be crop losses. Korea has committed 
itself to buy half a million tons of 1981 U.S. rice, and could 
be in the market for more should this year's domestic harvest 
fall below normal levels. Although official ROKG policy calls 
for self-sufficiency in rice and most other foodstuffs, the 
steady industrialization of the country will also continue to 
decrease the amount of land available for agriculture. 


FOREIGN TRADE: The foreign trade sector was one of the early 
Bright spots in the Korean economy as the country struggled out 
of its long recession. For the first four. months of 1981, 
Korean exports have been running 26 percent ahead of last 
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year's pace, and export letter of credit arrivals are up almost 
33 percent over the same period of 1980. For the first tri- 
mester, exports stood at $6.4 billion; the ROKG has upped its 
estimate of total 1981 exports from $20.5 billion to $21.3 
billion. Imports are running only 15.3 percent ahead of last 
year's pace for the first trimester, and the estimate of total 
imports this year has been lowered by $500 million to $25.5 
billion. Exports of heavy and chemical products have _ been 
lagging behind light industrial products during the first four 
months of the year, although the gap closed considerably in 
April. All export sectors are running ahead of last year's 
pace with shipbuilding exports, up 40 percent, leading the way 
in percentage increases and third in total receipts behind 
textiles and iron and steel products. Imports present a more 
mixed picture, although imports of both industrial raw mater- 
ials (up 11.8 percent) and capital goods (up 18.2 percent) have 
risen in aggregate over 1980's first trimester. Raw material 
import increases are due almost entirely to the increased cost 
of fuel imports, while all other large categories of raw 
materials showed import values less than last year. Among 
capital goods, machinery imports are off somewhat, while other 
imports, especially transportation equipment and miscellaneous 
categories, are up over 1980. Food and grain imports, espe- 
cially rice imports after a disastrous 1980 harvest, are up 35 
percent over the same period of 1980. 


The Korean Government has been urging its businesspeople to 
diversify their export markets, and has been engaged at the 
same time in a quite vigorous effort to expand official con- 
tacts abroad. President Chun began a visit to the five ASEAN 
countries (Philippines, Thailand, Malaysia, Indonesia and 
Singapore) in late June, and the Finance and Commerce and 
Industry Ministers have recently completed swings’ through 
Africa and the Americas, respectively. The ROKG plans to join 
the African and Inter-American Development Banks as ae non- 
regional member, and is moving diplomatically to upgrade its 
ties with Middle Eastern nations. This activity springs from 
both political and economic motives; neither South nor North 
Korea wishes to be represented in fewer nations or interna- 
tional organizations than the other; and to the extent that 
trade follows the flag, diplomatic relations can serve to pro- 
mote ROK trade ties. Japan and the United States have long 
absorbed the largest portions of Korean exports, but the share 
has been declining recently as Middle East and Latin American 
trade becomes more important to this country. 


ENERGY: Korea is, except for some low-grade coal aeposits and 
some hydroelectric resources, bereft of traditional energy 
sources and depends on imported oil and coal for most of its 


energy needs. The country has ambitious plans for nuclear 
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energy, however, and is satisfied with its oil supply situ- 
ation; contracts have been secured for 560,000 barrels per day, 
which will allow some moderate stocking of crude oil when the 
current problem with storage capacity is solved. Prices have 
dropped slightly because of the present world oil oversupply. 
On the demand side, the picture is mixed. The lingering 
effects of the local recession and worldwide economic slowdown 
have dampened demand, but there is considerable overcapacity in 
the country's five refineries. Refined products are being 
marketed overseas because refineries' storage tanks are full. 
Construction of new storage facilities is underway, and the 
ROKG would rather live with the short-term problem than cut 
back on contracts for its supply of crude. 


The Government, continuing its policy of passing through all 
cost increases in imported crude, raised prices of petroleum 
by about 14 percent in mid-April. Coal prices for con- 

Sumers were raised at the same time, by 20 percent. Korea ex- 
pects to pay about $7.5 billion in 1981 for imported oil. This 
amounts to about one-third of the country's export earnings-- 
about the same proportion as in 1980. Korea is increasing its 
coal imports rapidly; 1980 imports were over 7.3 million metric 
tons, and 1981 imports are projected to rise by over 40 
percent. Coal is used primarily in steel and cement production 
and power generation. In the latter two sectors the proportion 
of coal use to oil use is increasing steadily. 


ANTI-TRUST AND FAIR TRADE LAW: A new anti-trust and fair trade 
1981; the law generally 
regulates business competition and pricing in highly 
concentrated industries. The Government hopes to limit its 
direct regulatory control of large conglomerates and prevent 
abuse of dominant market position by using indirect means. The 
new law calls for Economic Planning Board scrutiny of large 
firms which singly have a 50 percent market share in a given 
commodity or which, in combinations of three, control more than 
70 percent of a given market. The EPB will, after the fact, ex- 
amine changes in price or distribution systems, interference 
with the activities of other businesses and additional invest- 
ment which is designed to block competition by other companies 
in any covered commodity. The new law also sets controls on 
trade practices, business associations and pre-determined 
resale prices. The main international impact of the new law 
lies in provisions that require reporting of certain import 
agreements and all agreements for the import of foreign 
equity. The EPB is empowered to examine such agreements to 
determine if they contain trade effects the ROKG considers 
unfair. Although the law is now in force, complete implemen- 
ting regulations have not yet been drafted and effective en- 
forcement will not begin until later in the year. 
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It is, therefore, too early to tell if the new law will promote 
the free play of market forces in the economy or if the ROQKG 
will still maintain effective control of most major business 
decisions. 


THE FIFTH FIVE-YEAR PLAN: In mid-May the Korean Economic 
Planning Board issued its draft of overall policy guidelines 
for the fifth in a series of five-year economic plans, the 
first of which was formulated in 1961. The guidelines call for 
liberalization of the economy to allow market forces to operate 
more freely, and for encouragement of industries which have a 
comparative advantage in domestic and/or international mar- 
kets. The guidelines also place greater emphasis on social 
development and price stability than did previous Five-Year 
Plans. Social development is in line with President Chun's 
call for the establishment of a “welfare state" in the Repub- 
lic, albeit a welfare state modest by Western European or U.S. 
standards. The emphasis will be on adequate housing for lower- 
income Koreans, better health care delivery systems and estab- 
lishment of a pension plan for the country's workers. Until 
about two years ago, price stability was not given much empha- 
sis by Korean economic planners; in general, high inflation was 
accepted as a by-product of fast economic growth, and the high 
rates of growth allowed room for wage increases which kept 
ahead of inflation. The recent Korean experience of high in- 
flation accompanied by declining GNP, however, has caused the 


government to rethink its high-growth strategy somewhat. The 
Plan guidelines call for average annual GNP growth of 7.5 per- 
cent, and per capita GNP (in real terms) to grow from 1980's 
$1508 to $1569 this year and to $2076 by 1986. Commodity ex- 
ports will remain the main engine of growth, rising from this 
year's estimated $20.5 billion (later revised upward to $21.3 
billion) to an estimated $52.7 billion in 1986. 


Commodity imports will rise from $26 billion (later revised to 
$25.5 billion) to $56 billion in the same period. Thus, the 
export growth rate is projected to be 11.6 percent per annum 
while imports grow at an eight percent annual rate. The ROKG 
hopes to see price increases held to no more than the inflation 
rate in the developed world; it projects an annual 10 percent 
average rise in the GNP deflator and nine percent average 
annual increases in the wholesale price index. Inflation is 
expected to taper off during the five-year period, ending with 
a projected seven percent increase in the WPI in 1986. Other 
macroeconomic indicators for the next five years show that the 
ROKG wants to significantly increase the savings rate of 
Koreans. It projects the ratio of domestic savings to GNP at 
just under 23 percent in 1981 and at just under 30 percent in 
1986. 
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The Embassy is somewhat loath to second-guess such five-year 
estimates, given Korean success in exceeding economic targets 

in previous five-year plans. Indeed, it seems quite possible 
that the country can attain 7.5 percent real growth annually over 
the five-year period, given its infrastructure, hard-working 
population and abundance of entreprereurial skills. The inflation 
targets, however, depend to such a large extent on outside 
influences that they can be little more than conjecture. 


For the short run, it appears that the recession can now be 
relegated to the history books as a sobering experience which 
could have wide-ranging effects on the structure of the Korean 
economy in the future. It was the recession, to a large de- 
gree, that catalyzed the thinking of some senior ROKG econo- 
mists about the necessity of liberalizing the economy in order 
to get back on ae éqrowth path. Recent comments by senior 
political and economic officials including President Chun have 
Supported the liberalization of trade, finance, foreign 
investment and other economic spheres. However, there are as 
of yet few firm signs that the new policies are in fact being 
translated into action. 


III. IMPLICATIQNS FOR THE UNITED STATES. 


U.S. EXPORTS TQ KOREA: The downturn in the Korean economy 


caused no Significant damage to U.S. economic and commercial 
interests. Exports from the United States increased approxi- 
mately 13 percent in nominal terms in 1980 to $4.8 billion, 
raising Korea to the position of eleventh largest market for 
American manufactured products and raw materials. U.S. sales 
accounted for 23 percent of Korea's imports. 


Korea's total imports of machinery and equipment, including 
metalworking machinery, textile machinery, materials-handling 
equipment, motors, pumps and valves and other specialized in- 
dustrial machinery decreased from $3.2 billion in 1979 to $2.18 
billion in 1980, while imports of electrical and electronic 
equipment, which totalled $1.6 billion in 1979, decreased 
Slightly to $1.53 billion in 1980. However, increases in im- 
ports were registered for office equipment (13.8 percent), com- 
munications equipment (6.9 percent), and semiconductor elements 
(11.6 percent). Under the Fifth Five-Year Economic Development 
Plan (1982-1986), the Korean Government predicts that total 
imports will continue to increase at an annual rate of 15 per- 
cent, reaching an estimated $56.6 billion by 1986. 


Demand will continue to be strong for U.S. industrial raw 
materials, agricultural commodities, heavy machinery, and in- 
dustrial and scientific products with high-technology content. 
Korean manufacturers recognize the need to upgrade 
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the quality of their products, especially products destined for 
overseas markets. U.S. firms can:compete very effectively here 
for sales of the following types of products: computers and 
peripherals, medical instruments and equipment, analytical and 
scientific instruments, energy conservation systems and equip- 
ment, electronics industry production and test equipment, food 
processing and packaging equipment, industrial controls, 
machine tools, construction equipment, and telecommunications 
equipment. Korea will also continue to be a major market for 
many U.S. agricultural commodities and industrial commodities 
such as coal, chemicals, scrap metals and logs. Long-term 
supply security is important in purchasing decisions involving 
these kinds of products. 


In addition to ongoing purchases of raw materials and equipment 
used in the production of goods for Korea's domestic and export 
markets, there are also mammoth opportunities for the sale of 
goods and services for new industrial and public infrastructure 
projects. Notable examples from among those projects for which 
U.S. firms can compete effectively are shown below. 


Large port expansion projects are in the design phase for both 
Pusan and Inchon. An integrated steel mill and industrial port 


are planned at Asan Bay. A major electronic switching system 
project awarded to an Amercian company last year will result in 


Sales exceeding a billion dollars in telecomminucations equip- 


ment over a period of several years. There will also be a 
especially 
nuclear power. The transportation sector offers other oppor- 
tunities such as equipment (rolling stock, signal and communi- 
cations equipment and electrical installation) for construction 
of Seoul's third and fourth subway lines now and additional 
future Tines, and a subway system in Pusan. The Korean Govern- 
ment intends to contract for an engineering study of an envi- 
which includes 
Government is considering a 
multimillion-dollar sewage treatment project. Further infor- 
mation on such major projects is available at the U.S. Embassy 
in Seoul and in the Major Projects Division of the Department 
of Commerce. 


TRADE LIBERALIZATION: Since mid-1979, Korea has gradually 
liberalized its import restrictions, with a goal of 90 percent 
liberalization by 1986. The Korean Government recently 
announced a three-phase import liberalization plan to achieve 
that goal. (The percentage of liberalization refers’ to 
commodity classifications, and not the percentage of total 
imports, however.) Under the first phase of the _ plan, 
non-competitive raw materials for which there is no need to 
control imports; major export items including textile products 
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which are internationally competitive, and monopoly-oligopoly 
product items will be liberalized. Under the second phase, 
machinery, electrical and electronic products, petrochemicals, 
and metallic products with no international competitiveness on 
the part of domestic firms, and items contributing to the 
national welfare and standard of living will be liberalized. 
Major manufactured goods and luxury consumer goods will be 
liberalized under the third phase of the plan. However, the 
Korean Government will continue to protect domestic manufac- 
turers of agricultural and livestock products and ordinary 
machinery and strategic items that cannot compete with foreign 
counterparts. In addition, the Government will use its system 
of flexible tariff rates to control the influx of imported 
goods in categories liberalized under the plan. Therefore, how 
the plan is implemented will be the determining factor in 
whether or not Korea gradually becomes a more open market. 


On May 26, 1981, the Korean Government announced a new trade 
plan for July 1, 1981, through June 30, 1982, which eases import 
restrictions and increases the liberalization ratio (by cate- 
gory, not by trade volume) to 74.7 percent from the earlier 
69.5 percent. Some 271 items were added to the "Automatic 
Approval" (AA) category, including a wide variety of agricul- 
tural and fisheries products, self-propelled road rollers, 
excavators, dehumidifiers for home use, electric appliance 
parts for home use, fishing equipment and other’ sporting 
goods. In addition, the Government announced the adoption of a 
new system whereby the items to be liberalized for import will 
be announced two to three years in advance so that local com- 
panies can prepare for the new competition. 


FOREIGN INVESTMENT: Foreign equity investment approvals in 
T1980 totalled $141 million in 36 projects--the United States 
accounted for $46.5 million in 14 projects and Japan for $39.2 
million in 17 projects. Korea aims to induce $200 million in 
foreign investment in 1981, and $2.5 billion during the Fifth 
Five-Year Plan period. 


Although no official announcements have yet been made, press 
reports say the Korean Government will soon adopt a series of 
new measures to improve the foreign investment climate here. 
The regulations will reportedly affect the equity share allowed 
to foreign interests and the range of industries in which 
foreign investment is permitted. Details of the programs will 
be available from the Department of Commerce or the U.S. 
Embassy in Seoul when they are in fact announced. 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (OpR’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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Foreign Economic Trends at $50 ($62.50 overseas) 
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